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:BEFORE THE STATE OF NEW YORK
PUBLIC SERVICE COM1dlSSION
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Conunl&sio)) to lh:a.nrlne Ne~r York
Telephone Company's Rates for
Unbundled Network Elements

Case 9S-C-1357

AFFIDAVIT OF TERRY L. MURRAY
IN SUPPORT OF THE .rOINT COMM:E!\,-s OF COYAD COMrt'lUN1CATIONS

COMPANY AND RIn.'THMS LINKS INC. CONCERNING THE PROPOSED RATES
OFBELLA~C-NEWVORKFOR

ADSL-QUALIFIED, HDSL-QUALIFIED, AND DIGITAL-DESIGNED LINKS

I, TERRY L. MURRAY. being first duly swom on oath, depose and say:

Qualifications

1. My name is Terry L. Murray. I am an economist and consultant, specializing in

analysis of regulated industries. My business address is Murray and Cratty, LLC, 227 Palm

Drive, Piedmont, California 94610.

2. I received an l\iLA. and M.Phil. in Economics from Yale University and an A.B. in

Economics from Oberlin College. At Yale, I was admitted to doctoral candidacy and completed

all :requirements for the Ph.D. except the dissertation. My fieldB ofconcentration at Yale were

industrial organization (including an emphasis on regulatory and antitrust economics) and energy

and environmental economics.

3. My professional background includes work and consulting experiences in the fields of

telecommunications and energy regulation, with a specialization in regulatory and 3J1tltrnst

matters. Ar, a consult.ant~ I have testified or served as an expert mproceedings before state·

regulatory commissions in California, Colorado, Connecticut, Dela.ware, the District of



Columbia, Florida, Hawaii, illinois, Kansas, Mmyland, Massachusetts, Michigan, Nevada, New

Jersey, New )rork, North Carolina, Pennsylvania, South Carolina, Texas, Vermont, Virginia,

Washington and Wisconsin, and before the Federal Communications Commission CFCC'J­

Many ofmy consulting engagements over the past three years have involved oosting and pricing

for unbundled network clements and collocation. Before I became a consultant in 1990, I 'was

employed as an economist and manager at the California Public Utilities Commission for

approximately six years and had significant responsibility for telecommunications matters. I

have also taught economics and regulatoIY policy at both the undergraduate and graduate levels.

Atta.cmnent TLM-l to this Affidavit provides further detail concerning my qualifications and

experience_

Purpose

4. The purpose of this Affidavit is to provide factual support for the Joint Comments of

Covad Communications Company ("Covad") and Rhythms Links Inc. ("Rhythms'') concerning

the amendments that New York Telephone Company, d/b/a Bell Atlantic - New York ("BA­

NY"), filed on August 30, 1999, to its TarifIP.S.C. No. 916. Those amendments introduced

rates and regulations for four types of unbundled loops capable ofcanying Digital Subscriber

Line ("DSL") services: namely, ADSL-Qualified Links, two-wire and four-wire HDSL­

Qualified Links and Digital-Designed Links.. At the request ofCovad. and Rhythms, I have

reviewed the tariff amendments; the September 13, 1999, Joint Affidavit of Carmelo R. Curbelo,

Amy Stem and James F. Schafer ("Joint Affidavit') that provided BA-NY's supporting rationale

fur its proposed tariff changes; and the cost materials attached as Exhibit A to that Joint
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Affld.avit. My Affidavit identifies the economic and policy issues associated with the proposed

prices described in the tariff amendments and the Joint Affidavit.

Background

5. This proceeding, focusing on advanced services, offers the Commission one ofits

first opportunities to secure an important benefit of the Act for all New York consumers - the

delivery of innovative, improved services, at better prices, to New Yorlc consumers than were

available in. the previous single-provider environment. The Commission's decisions in this

proceeding will determine the degree to "\1vhich competitive market forces will drive the spread of

such advanced services to all New York consumers as quickly as possible.

6. DSL is an emerging technology with great promise for meeting the need. for advanced

telecommunications services. There is a compelling public interest mandate to encourage the

spread of such technologies. Pursuant to this goal, the FCC has determined that the network

design used to estimate the costs ofunbundled network elements and universal service should

not impede access to advanced telecommunications services for any customet.1 For all ofthese

reasons, it is import<mt for the Conunission to insure that the prices, terms and conditions under

which BA-NY offers unbundled DSL-capable loops do not discourage competitive en1:I)r into this

market, which would thwart the public policy goal ofencouraging the widespread provision of

advanced telecommunications services.

I In the Matter ofFroeml-8tate Joint BOliid on Universal Service, CC Docket 96-45, Report and Orde:r,
(May 8. 1997), ("FCC UniveJUl Service 0Ider"), at" 250(1).
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7. New competitors~such a£ em"ad and Rhythms, are offerin.g a wide range of services

and options. A:; in other segments of the local exchange business, however, the potential for new

entrants to acoelerate the delivery ofcompetitive benefits to DSL customers depends 00 the ne\v

entrants' ability to obtain access to customers Oll terms and conditions that place them on all even

competitive footing with BA·N\r. BA-NY, in contrast, luis an incentive to leverage its control

over local loops and other elements oftbe local exchange network into d.ominance of the

provision of new telecommunications services such as DSL. BA-NY can leverage its

incumbency advantage by slowing new entrants' efforts to offer services thB1 BA-N~{ itself is not

prepared to offer, requiring entrants to purchase uonecessary elemenn. and charging excessive

prices for netv,rork elements. How the Commission resolves these issues will in large measure

determine when or whether the promise of the Telecommunications Act of 1996 (UAcf')

becomes a reality in New Yode

8. To avoid any delay in getting the benefits ofDSL-based services to as many New

York consumers as possible, the Commission must address the prices, terms and conditions

under which new entrants such as Covad and Rhythms can obtain needed facilities from BA-NY.

Until the Commission resolves the competitive issues concerning DSL-ba.sed services, New

York consumers may not only be denied a choice ofDSL providers, they may also be denied

choices in the types ofDSL-based services provided and even, in some cases, be denied any DSL

option whatsoever.

9. This Affidavit focuses on costing and pricing issues and does not address the

appropriateness ofBA-NY's attempt to limit the uses to which a competitor may put any specific
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variety of unbundled loop that BA-N\'" offers. Silence on tbis issue does not constitute

agreement that tile Commission should allow BA-Nl'? to impose any such restrictions.

10. To the contrary, such restrictions would appear on their face to be both discriminatory

and a violation ofFCC rules.2 For example, BA-NY's retail ADSL service uses the same loop to

provide both POTS and DSL-based. service.2 It is my understanding that the company recovers

the loop~related costs through the POTS service. The obvious implication is that BA<NY is

using ordinary, unrestricted. analog loops to provide DSL-based services. Yet SA-NY seeks to

impose limitations on its competitors' use ofordinary analog loops - restrictions that may affect

the competitors' costs or cause delays in the competitors' ability to provide service. Thus, the

Commission cannot consider the costing and pricing ofDSL-capable loops in a vacuum. The

terms and conditions associated. with those loops ,vill have important implications for tlle

competitive outcome in New York.

Overview of lJA-NY's Filing

11. The BA-NY tariff amendments propose monthly recurring charges for the four types

ofunbundJed. DSL-capable loops and a host ofUanci11ary" charges for loop qualification mId loop

"conditioning:' all but one ofwhich are non-recurring charges. These ancillary charges would

2 47 C.F.R. § 51.309(a) states that U[a]n incumbent LEe !ihallnot impose limitations, restrictions, OJ:

requirements on requests for, or the: use of, UlIbtu1dled network e1cnu:nts that would impair the ability ofa
requesting te1ecomnmnieations carner to offer a telecommunications senice in the manner tbc requesting
telecommunications carrier intends."

3 This practice is sometimes referred to as "line sharing." BA-NY does not currentlypennit competitors to
offer tbcir DSL-based services in a line-slIaring arrangement with BA-NY"s retail POTS services.
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apply in addi.tion to the more genera.l non-recurring charges (e.g., service order charges)

applicable to those loops.

12. TIle Coro:rnission's September 9, 1999, ""Notice ID.viting Comments on Non­

Recurring Charges For DSL Links" deferred consideration of the proposed basic monthly

recurring charges for unbundled DSL-capable loops to the third module of this proceeding.

Therefore, I will not address those basic recurring charges in this Affidavit except insofar as th.ey

provide a necessary context for the ev-aJ.uation of the ancillary charges that BA-NX" has proposed.

13. TIle documentation for BA-NY's proposed ancillary charges COIl.6ists ofthe Joint

Affidavit and the cost materials attached as Exhibit A thereto. Generally, the cost support

provided is at a high summary level.

14. The cost support for the non-recurring charges consists of:

• a list of tasks (with a briefdescription of each task in the Joint Affidavit);

• an hourly labor rate associated with the technician(s) performing each task;

• an estimate of the time in hours needed to perform each task; and

• an estimate of the frequency vtitb. which the task will occur.

The Joint Affidavit indicates that BA-l\TY developed the list of tasks and the task time estimates

exclusively through "consultation" and udiscussions" with subject matter experts.

15. This Commission has expressed concern that cost studies relying solely on expert

opinion are "wholly judgmental" and "on less solid ground" than more fonnal study

methodologies. BA-N¥'s previous non-recurring cost studies based solely on SUbject matter

~ert opinion were. in the Commission's view, "'simply unacceptable" and "lacking the
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documentation needed in a proper cost study.",4 The faults in the prior studies included the

failure to document "such crucial matters as how the panel of e"..pe.rts conducted its work, how

many of the 33 experts were called on to estimate the work times for each function, how wide a

range of estimates they produced, and how the range of estimates was analyzed to produce the

final result.,,5

16. BA-NY has once again failed to provide the needed docwnentation concerning the

subject matter expert opinions upon which it bas relied in the cost support for its proposed

ancillary DSL charges. BA-l\ry has not identified those experts and their qualifications and has

not provided specific detail concerning the process by which it developed the list of tasks and

task time estimates. Nor has BA-NY provided any additional factual data to substaIrtiate the

time estimates ofits subject matter experts.

17. This lack ofdocumentation creates serious difficulties in analyzing BA-NY's cost

results. FOTexampl~ the Joint Affidavit states at paragraph 55: "In some instances~worktimes

were determined separatel.y for alternative provisioning scenarios; these W'ork'times were then

combined. into a weighted average based 011 the percentage oftimes in wlrich each particular

scenario would occur." The cost support in Exhibit A shows the actual weightings for each

scenario (e.g., the assumed percentage ofunderground. vs. aerial plant involved when load coils

and bridged taps are being removed), but does not provide any source or support for those

"State of New York Public Sendee Commission. Case No. 95-C--0657, 94-C-0095 and 91-C-l t74,
Opinion No. 97-19. hereinafter "Opinion and. Order in Phase 2," at 53-54

5 id. at 53-54.
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weightings. TIlerefore, one can only speculate about the accuracy and appropriateness of these

weighting factors. which haye a significant effect on. the final cost results.

1S. TIle one recurring ancillary charge, for the creation and mainteIUUlce ofa mechanized

loop qualification d2.tahase. suffers from a similar lack ofdocumentation. BA-l\TY's cost support

id...."'1ltifies several factors that significantly affect the calculated cost for this function. These

factors include: the total time per line for testing and analysis to perfonn initial loop

qualification,. the number of lines being pre-qualified por year, the total time per line for annual

updates to the database and a forecast of the total number ofDSL lines that BA-NY and its

competitors will be providing in New Yark. BA-NY has provided no documentation for any of

these study inputs.

19. Rhythms has prop<;>unded s~eral data requests intended to elicit the necessary

information to conduct a detailed analysis ofthe BA-l\TY cost support. Responses to these data

requests were not available prior to the filing ofthis Affidavit When this information becomes

available. I will supplement and amend this Affidavit as necessary to reflect the new data.

Econontic Framework of AJJ.al~is

20. The BA-NY tariff amendments deal with proposed recurring and non-recurring

charges for unbundled loops that competitors will purchase from BA-NY to provide DSL

services to end users. The FCC b3s identified such loops as unbundled network elements that

incumbent local exchange carriers must provide to new entrants under the terms of the Act.6

6 See the FCC's September 15, 1999, news n:kase concerning its Third Repl;Jrt and Order and Fourth
Further Notice ofProposed Rulemalting in CC DocketNo. 96-98 (FCC 99-238). The FCC had not releas::d the full
text of this oTder at the time that I complewd this Affidavit.
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21. Under the FCC's pricing rules for unbundled network elements, incumbents must

offer such elements at prices based on forward-Iooldng economic cose The FCC has defIDed

forvvard-looking economic cost as the sum of"(l) the total element long-run incremental cost

[TELRlC) of the element" and «(2) a reasonable allocation offurward-Iooking common costs."!

22. The cost support :in Exhibit A to the Joint Affidavit indicat~ that the proposed

ancillmy charges COIl8ist ofdirect costs plus a 10.5% adder for common overhead costs and a

0.17% gross revenue loading to recover regula.tory fees and uncolloctibles. BA-J:\TY characterizes

the direct costs plus the 10.5% common overhead adder as being TELlUC.

23. I have not attempted to detennine the reasonablen.ess ofBA-NY's 10.5% common

overhead loading, in part because BA-NY has provided 00 support for this loading factor. I note,

however. that the Commission should ensure consistency :in the calculation and application of the

overhead loading factor across all elements and charges, recurring and non-recurring. Thus, the

Commission should re-evaluate the overhead loading factor built into any interim ancillary

charges for DSL-capable loops when it considers updates and revisions to BA-NY's recurring

costs in the third module ofthis proceeding.

24. My analysis has focused instead on the consistency between BA-NY's reported direct

C()sts for these ancillary functions and the FCC's TELRle methodology. The TELRlC

metll()dology requires the minimization of total forward-looking costs, both recuning and non-

recurring. The FCC has defined TELRIC as «the forvvard-looking cost over the long run of the

, 47 C.F.R. § 51505.

g Jd.
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,­
",

total quantity ofthe facilities ami/unctions that are directly attributable to, or reasonably

identifiable as incremental to, such element, calculated taking as a given the incumbent LEe's

provision of other elements.'''' TELRIC is "based on. the use ofthe most efficient

telecommunications technology currently available and the lowest cost network configuration.,

givell the existing location ofthe incumbent LEC's wire centers. ,,[0

25. To achieve total cost minimization, it is essential that recurring and non-recurring

costs be computed for the same network configuration. Alternative network designs reflect

different tradeoffs between tb.e kinds of costs usually classifiod as recurring (capital costs and

costs for ongoing operations and maintenance) and those classified as non-recurring (one-time

costs caused by a particular service order).

26. For example. under certain conditions, the monthly recurring cost of loop plant with

copper feeder is less than the monthly recurring cost ofloop plant with fiber feeder and Digital

Loop Carrier ("OLe'). Long loops with copper feeder require load coils to achieve acceptable

transmission standards for voice-grade services. Those load coils impede the transmission of

services such as ISDN and DSL and therefore must be :removed from copper-based loops that are

used to provide such advanced services. Removal ofload coils causes a non-recurring cost that

the carrier would not incur if it had a network with 100% fiber feeder. A carrier with a copper-

based nerolOrk would incur the lower recuning cost associated with that network design and the

higher non-recuning cost associated with providing advanced services over such a network. A

~ 47 C.F.R. ~ 51.505(b), emphasis added.

10 47 C.F.R. § 5L505{b)(1), anphasis added.

-10-



carrier with a fiber-based network would incur the reverse pattern ofrecurring and noo-recurring

costs.

27. Failure to compute recmTing and non-recurring costs based on a consistent network

design can lead to a systematic bias, upward or dOVl'UWard, in the estimation of total forward-

looking costs. In the previous example, computing recurring costs based on .an all-fiber network

and non-recurring costs based on an all-copper network would lead to an overstatement of tota}

forward-looking costs. The flip side - computing recuning costs based on an all-copper

network and non-recurring costs based on an all-fiber network - woold lead to an

understatement oftotal costs.

28. The California Public Utilities Commission recently reached. a similar conclusion in

its investigation of the non-recurring costs associated. with unbundled network elements. The

California Commission found: "it makes little sense to model one type ofnetwork for unblllldled

elements and then assume a different network exists for ordering and provisioning the same

unbundJed elements. We will evaluate Pacific's model and parties' proposals using the forward

looking network we have previously assnmed."u

29. The California decision also provided a specific example of the type of double-

recovery that could occur if the netwom assumed for recurring and non-n;:curring costs were not

the same_

In D.96-08-021 and D.98-02-106~we adopted Pacific)s loop and
access line costs based on a mix ofcopper and fiber. In the recurring

11 California Public Utilities Comnrissi<ll1 Decision 98-12-097, issued December 17, 1998. in Dockets
R.97-04-003/l.93-04~OO2,at 34.
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phase of this proceeding, Pacific. assumed a 52o/u/48% copper/fiber t"dUO.

We think it would be both unfair and unreasonable to allow Pacific
recurring cost recovery based on tills ratio and then allow a different
network mix in developing its nonrecurring costs. It would amount to
allowing double recovery ofNGDLC costs by overstating Pacific's
nonrecurring cost studies.1Z

Tne California Commission's concern regarding double r.ecovery ofNext Generation Digital

Loop Carner ('"NGDLC") costs exactly parallels my concern regarding BA-N¥'s proposal to

recover fo!v..ard-lookin.g loop recurring costs and embedded or actual non-recurring costs for

DSL '·conditioning."

30. The failure to use a consistent network design to estimate recurring and non-recun:ing

costs is the single greatest conceptual flaw in BA-NY's cost support for its proposed ancillary

charges associated "\\ith DSL-capable loops. BA-NY based the monthly recurring charges for

these loops on the Commission-approved recurring charges for analog loops. The network

design for those analog loops assumes ubiquitous deploymont of fiber feeder and DLC

equipment. However, BA-NY based the non-recnning charges for loop "conditioning" on cost

studies that assume 85% deployment ofcopper feeder throughout the networkl3 and 100%

deployment of copper feeder on loops u.....oo to provide DSL-based services.

31. BA-NY concedes that the cost studies that fonn the basis for the monthly recurring

charges for unbundled loops reflect a forward-looking network design that does not include load.

coils. Yet BA-NY seeks to charge for the removal ofload. coils. claiming that it is appropriate to

12 [d. lit 70.

13 The 850/" fJ,gure represent> the percentage ofJoops involved in pair "SWlI.pS" that BA-NY estimates will
be copper-to-copper, as opposed In fiber-m-copper. ~'llps.



base 2Ilcillary charges for DSL-capable loops OIl its embedded network design because

competitors seek access to its copper-based loops to provide DSL-based 6ervices.

32. Contrary to BA-NY's assertion, the assumption ofa network in whic·h load coils (and

bridged taps) must be removed from certain loops to make those loops DSL-capable is

fundam.entally incompatible with the least-cost, most efficient technology assumptions of a

forward-looking economic cost study. The FCC guidelines for universal. service cost studies, for

example, explicitly prohibit the inclusion of such equipment in a forward-looking economic cost

study because loops configured with such equipment do not provide universal access to advanced

telecouunurucatiQns services. 14

33. Under TELRIC, the network design for digital loops must reflect efficient:, forward­

looking design principles, not the attributes ofBA-NY's embedded plant. The FCC's TaRle

methodology precludes the consideration ofembedded costs (i.e., costs "incurred in the past and

that are recorded in the incumbent LEe's books of accountsj.1S

34. It is also a violation of TELRIC principles to levy a monthly teeurring charge for

DSL-capable loops based on a netwolk with 100% fiber feeder and DLC while simultaneously

imposing non-recurring charges for the same loops based on an all-copper network that deploys

load coils on loops over 18,000 feet long. The effect oftbis approach is to overstate the total

costs attributable to a competitor's purchase ofunbtmd1ed DSL-capahle loops.

!'I FCC Universal Service Order at 1250(1). In a sense, load coils '<condition" I~ to prmide only analog
service:.

15 47 C.P.R. § 51505(d).
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35. An analogy illustrates the improper effect ofBA-NY's mix-and-mateh approach to

costing DSL-capabJe loops. Consider two a.ltemativ~ to obtaining a race car capable of

achieving speeds up to 200 miles per hour; a custom-built car designed only for off-street racing

or a stock car modified to attain higher speeds. The custom-built race car has a higher capital

cost than the unmodified stock car. but requires no modifications to be capable ofspeeds up to

200 miles per hour. The minimum cost to obtain a race car that can go 200 miles per hOUT is the

lower ofthe capital cost of the custom-built race car versus the capital cost of the unmodified

stock car plus the capital and labor cost of the necessary modifications.

36. BA-NY's approach to costing and pricing unbundled. DSL-capable loops is the

equivalent of chm:ging a customer for a custom-built race car, delivering a stock-model Chevy

and then demanding that the customer pay for modifications to make the Chevy competitive with

an Indy car on the race track. A finn seIling race cars would soon lose its customers to

alternative suppliers iiit routinely attempted such bait-and-switch tactics.

37. The Commission should not petmit BA-NY to levy a monthly recurring charge that

reflects the higher cost ofa network with 100% fiber: feeder and DLC relative to an all-copper

network and a non-recurring charge to remove load coils that would not exist in an all-fiber­

feeder network design. Such an approach double-counts the cost ofproviding loops that are free

of load coils- BA-NY would incur the incrementally higher recuning cost for a fiberlDLe

network design in part to avoid the deployment of load coils that inhibit the provision of

advanced services such as ISDN and DSL.
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38. The double-co1IDting in BA-t-."'Y's cost support for ancillary charges is particularly

egregious because BA-l\"t"{ is attempting to make: its compvtitors pay for nelwork modernization

that its ratepayers have already funded through retail rates. I un.d.orstand that tlris Commission

has permitted BA-NY to reduce the depreciation lives for its copper outside plant facilities and

has reflected the higher depreciation charges in rates as a means of funding network

modernization. Yet BA-NY apparently still has copper facilities in its network. that reflect IQng­

outmoded designs such as the use of load coils and excessive bridged tap. Now, BA-NY

proposes to charge its competitors for the cost ofupgradiog its plant to meet design. standards

that have been in place for decades. The Commission should n:ject this improper attempt to

recover costs for upgrading BA-NY's embedded network and should hold BA-NY accountable

for providing a network up to the standards for which BA-NY's ratepayers have already paid..

39. Ifthe Comnllssion permits BA-NY to impose any loop "conditioning" charge for pair

swaps or the removal ofloOO coils, it should requite BA-NY to reduce the monthly recurring

ch;u:ge for UIlbundled DSL-eapable loops to eliminate the cost for the fiber feeder and DLC

equipment Such a step would be the equivalent of calcula1:in.g a monthly recuning cost for an

all-copper loop, but treating the copper feeder as a "sunk" cost. "Sunk" cost treatment of copper

feeder would be appropriate if, as is assumed in the current genoration ofBA-NY recurring cost

studies, BA-l\Ty would never deploy copper feeder in its forward-looking network design.

Moreover, BA-NY's tariff for DSL-capable loops specifically states that the company will not

build new copper facilities to accommodate the demand for such loop~ further justifying

treatment ofthe copper feeder as a "sunk" cost.
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40. The Commission may well wish to reconsider this network design assUJ:llption when it

revisits BA-1'oil:.""'s recurring loop cost studies_ The cost support that BA-NY has provided for its

proposed recurring cha-rg:c to recover- the cost ofcreating and maintaining a mechanized loop

qualification database indicates that the company expects to provide more than two million retail

and wholesale DSL loops during the next five yea.n>. The technology that BA-NY deploys to

pro'Vjde its retail DSL-based services, like the technology that competitors use in providing DSL-

based services over BA-NY's unbundle.d loops, generally requires the use of an all-copper laop_16

It is difficult to see how a loop plant design that cannot accommodate the provision of advanced

services to over two million customers could be a forward-looking network design_

41. Thus, I strongly concur with BA-NY's observation that it win be necessary to revisit

the ancillary charges for unbundled DSL-capable loops when the Commission considers the

revisions to BA-1\T¥'s recurring cost studies for unbundled loops. Any ancillary charges adopted

prior to the determination ofthe "final" furv.ral'd-looking loop plant design should be interim and

subject to true-up.

Hi The primary exception to this rule is the provision ofIDSL services (at speeds moderntely above BA­
}'''l''s :retail ISDN service). ,Given current-generation commerriaJ DSL technology, D)SL services can be proyided
over loops provisioned with fiber fceder and DLe equipment.
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Loop Qualification Charges

42. Competitors wiD incur loop qualification charges whenever they seek to obtain a

DSL-capable loop from BA-}.'Y, regardless ofwhether BA-NY proves to have a suitable loop

available at that location. BA-NY proposes three different loop qualification chargesI 7;

• a monthly recurring charge of$0.36 for mecIDmized loop qualification;

• a non-recurring charge of$40.37 for :manual loop qualification; and

• a Don-recurnng charge of$113.95 for an engineering query.

43. According to the Joint Affidavit. BA-NY's proposed monthly recurring charge for

mechanized loop qualification is designed to recover the cost ofcreating and maintaining a

database that provides two pieces of information: (1) the metallic loop length (including any

bridged tap) and (2) a yesino indicator that reports whether the loop in question meets the

technical requirements ofBA-~ry~s retail ADSL offering. Competitors may query this database

via an electronic interface.

44. The Joint Affidavit's description of the way in which BA-NY is developing this

databa..c;e and the cost support in Exhibit A thereto appear to be contradictory. According to the

Joint Affidavit, BA-NY is developing by database tirrough MLT testing ofa sample ofloops at

each terminal. E:rlribit A, however, appears to calculate the initial cost of creating the database

1.
7

ThE propoooo BA-NY chaIges cited here a.o.d 'throughout this Affidayit reflect the values shown in
Exhibit A to the Joint Affidavit. 1:0 several cases, th~e prices are lower t1wl the figures quoted in BA-NY's August
30, 1999, proposed tariff amendments. I have consistently cited to the September 13, 1999. Exhibit A prices
because they correspond to the cost support in the Joint Affidavit and Exhibit A. The loint Affida"it indicates at
paragraph 18 that BA-NY has revised its proposed prices to oillcct the result of the company's further consideration
of th~ underlying cost!; for these functiotl!>_ BA-NY has not, however, med DeW tIIriff pages sho""mg the IcviseQ
prices.
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by multiplying the labor cost per MLT test by the total number of loops to be included in the

database (i.e., a sample of 100% of the loops). Neither the text of the, Joint Affidavit nor Exhibit

A provides allY supporting documentation or explanation for the amount of labor BA-NY has

assumed it will require to develop and maintain the database.

45. What is clear from the Joint Affidavit and the associated cost support is that BA-NY

has consciously structured the mechanized loop qualification database to be ofuse primarily to

its own retail personnel. It has included only a summary indicator that is specific to the

equipment ofBA-J\'Y's vendor and the deployment decisions that BA-NY has made for its retail

service offering. In doing so, BA-NY has masked the underlying loop makeup data. that its own

engineers must evaluate to determine the suitability ofparticular loops fOT BA·1\1¥'s retail ADSL

service.

46. Thus, it is disingenuous for the Joint Affiants to suggest that a competitor can avoid

incurring BA-NY's proposedmanua110op qualification and engineering query charges ifit

requires nQ more detailed infonnation trum BA-NY requires to determine the suitability of a loop

for its retail DSL-based offerings_ There are several reasons that a loop may fail to meet BA­

1'."y's technical requirements for its retail ADSL offering. For example, in addition to some

specific loop length cutoff, the loop may fall short ofBA-NY's specifications because it requires

"conditioning" (i.e.) the removal of load coils or bridged tap) or is provided over fiber feeder and

DLC systems. The yes/no indicator in BA-NY's mechanized retail loop qualification .database

does not contain any oftbis detailed information.
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47. To obtain more detailed infonnation, a competitor m.ust, at a minimum, pay an

additional manua1100p qualification charge to BA-NY. BA-NY will then tell the competitor, in

addition to the information available tbrough a query of the loop qualification database, whether

the loop has load coils and 'Whether the loop is provisioned over fiber feeder and DLC

equipment. Competitors such as Covad and Rhythms require this more detailed information to

determine, e.g., whether a loop that may be; unsuitable for higher-speed DSL applications could

be used to provide IDSL. BA-NY's decision to exclude this infonnation from its loop

q,ualifieati.on database, based on its own retail requirements, is the sale reason that the competitor

would incur a manual loop qualification charge for loops in wire centers that have been entered

into the mechanized database.

48. BA-NY also proposes to impose the manual loop qualification charge for loops in

central offices that have yet to be added to the company's mechanized loop qualification

database. A charge for an interim, inefficient, manual process is not, by definition, a charge

based on long-run costs. Therefore, the manual loop qualification charge is inconsistent ~vith the

standards previously adopted by this Commission and with the FCC's requirements. Moreover,

providing BA-l'-'Y compensation for whatever manual, inefficient process it invents for

competitors creates the wrong incentive. As long as BA-NY can pass along to its competitors

the cost ofwhatever manual. short-run processes it imposes, the company will have every

incentive; to delay implementation ofmore efficient, electronic interfaces. Indeed, vi'ith such a

pricing policy, BA-NY will have an incentive to delay implementing mechanized handoffs for all

future provisioning enhancements related to new services so as to keep the costs of its potential
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rivals artificially inflated. Thus, the Commission should not permit BA-!\1Y to assess a man.ual

loop qualification charge for competitors to obtain infonnation that MIl be available, in the long

run, in a mechanized fashion.

49. BA-NY proposes to apply a separate engineering query ifa competitor requests more

specific data relative to loop qualification than the company proposes to supply pnrsuant to its

proposed manual loop qualification process. r understand that DSL providers such as Covad and

Rhythms 'will typically require at least some information in. addition to that included under the

manual loop qualification description; therefore, it appem-s that most orders for loop qualification.

will invoke the engineering query charge. This engineering query charge purportedly reflects the

cost of eXIDnining the company's mechanized ("LFACS") and paper ("plats") loop plant records,

as well as the cost ofMLT testing.

50. A common thread running through the description ofall ofBA-NY's loop

qualification charges is the needless and costly interposition ofBA-NY's engineering personnel

between the competitor's engineering staffand BA-NY's primary m.echanized sources ofIoop

makeup data. This assumptiC)D is ofconcern not only because ofthe added cost and delay

involved, but also because BA-NY's engineers are not in a pQ5ition to know whether.a particular

Loop is suitable for the specific DSL application that a competitor plans to deploy.

51. Much ofthe basic infoonation that a competitor would need to detexmine whether a

loop is qualified for its intended DSL application appears to reside within BA~NY'sLFACS

database. Ifthe competitOJ:-'s engineers had. direct read-only access to LFACS (and other relevant
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databases such as TIRKS) via an electronic interface, many or all of the engineering activities for

which BA-NY seeks compensation tluuugh loop qualification charges would be unnecessary.

52. Mr. Donovan and Mr. Riolo establish in their Affidavit that direct read-only access to

LFACS is entirely feasible. Providing competitors with such access would appear to fall within

the FCC's non-discrimination requirements because BA-NY's own technicians have such access

through portable tenninals.

53. The FCC has determined that competitors purchasing unbundled network elements

should have nondiscriminatory access to the incumbent's OSS and related databases.U This

requirement includes databases UBeful for loop qualification. l~ Direct, read-only access to

LFACS and other relevant databases is the roost efficient way for competitors to obtain the data

that they need for loop qualification. Thus, a forward~looking cost study for loop qualification

should assume that the competitor has such nondiscriminatory access to LFACS and any other

databases providing information relevant to loop qualification. BA-NY·51oop qualification cost

studies violate this assumption.

lB 47 C.F.R. § 5L313{c).

J~ The FCC's SeptEmber 15, 1999. news release summarizing its Third Report and Order and Fourth
Further Notice ofProposed Rulemaking in CC Docket No. 96-98 (FCC 99-238) states: 1ncumbeot LECs must
unbundle OSS throughont their service territory. ass consists ofpre-orderiDg, ordcri:ng. provisioning, maintenance
and repair, and billing functions SUflported by an incumbent.LEe's databases and infOJ1Jl8tion. The OSS e1emort
incluti.es (JCctzSS to all loop qUillifjcation irrformQ.T.ion conttJ.ined in any o/the i1st;wnbfmJ LEC'~ databases ()r orlt.er
record....; 7t.eededfor the provision ofadvanC£Ji services:' (Emphasis added)
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54. BA-I...w may object that much of the information needed for loop qualification resides

only in its plats, rather than in LFACS. 21> To the extent that is true, it reflects BA-l\TY's iutern.a1

failure to populate LFACS, a legacy database that has been in place for many years. Mr.

Donovan and Mr. Riolo explain in their Affidavit that BA-NY should have been populating

LFACS "vith this information over the past several years. Nonetheless, BA-NY's own

description of the tasks associated with its proposed manual loop qualification charge reveals the

need to bring LFACS up-te-date. According to that description, BA-l\TY will be able to obtain

the information needed for "manual"'loop qualification in 80% of the cases through a

(".om.bination ofMLT and LFACS queries. In half of those cases, however, BA-l\TY indicates that

its engineering clerk will need to check paper records and ''update LFACS to ensure that the

request for an ADSL~alifiedloop can be processed on a mechanized basis."

55. BA-NY's failure to keep LFACS up-to-date is not the fault ofa competitor ordering a

DSL-capable loop. Nor should the competitor be held responsible for BA-NY's cost to update

LFACS. As the Commission has previously observc:d" costs caused by BA-l\TY's recordkeeping

failures "might well be subject to disallowance either on the grounds that to allow them now

would be retroactive ratemaking or that the incurrence ofextensive costs now, because of a

failure to maintain these records properly in the past, would betoken imprudence.},Zl

20 Rhythms has issuw data requests to dctcenine the degree 1IJ which BA-1'ITY nurinlllins the iofollIll1tion
requited foc loop qualification eloctronica1ly for nt:w plant (i.e., on a forward-looking basis) in its~nt ass and
rc~teddataba:ses. That information is more rc1cVllIltto dete:nninatioo of1he TELRIC roc loop qualification than is
the knowledge that some records for BA-NY' 5 embeddr:d plant have Dot yet: been loaded into its dectronic
databases.

21 Opinion and Order in Phase 2 at 72-73.
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56, Moreover, the cost for routine maintenance Wld updating ofBA-NY's existing OSS

and related databases should be (and probably is) already reflected ro BA-NY's recurring cost for

loops and other unbundled network elements. Thus, there is a significant potential for double­

counting ifBA-NY also recovers these costs tlrrough the non-recurring charges for loop

qualification.

57. For the reasons stated in the preceding two paragraphs, the Commission should

disallow all COSt6 related to routine mainteo.ance and updating ofLFACS that are reflected in

BA-NY's cost support for its proposed ancillary charges for DSL-capable loops.

58. The Commission should also disallow in its entirety BA-1'-.TY's proposed recurring

mechanized loop qualification charge. AB I have explained above, BA-NY has chosen to design

this database solely to meet the needs of its retail ADSL service. The mere fact that BA-NY 'will

allow competitors to query a database that contains little information ofvalue to them does not

justify BA-NY's attempt to make its competitors subsidize its retail operations.

59. Instead, the Commission should require BA-NY to give competitors direct read-only

access to the LFACS database at a price that does not exceed the de minimis incremental cost of

the processor time necessary for a database "dip."

60. To the extent that a competitor requires loop makeup infonnation that would

normally reside within LFACS, but that BA-NY has failed to enter into that database, the

Commission should require BA-NY to provide the infonnation through whatever means

necessary, including MLT and review of the company's plats. The efficient means ofproviding

the same information would be a database "dip" into LFACS (or, possibly, allowing competitors
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to pe.rfom1 their ovm remote MLT). Therefore, the price to the competitor for this function

should not exceed the incremental cost of the processor time associated with such a dip.

Loop "Conditioning'"

61. In addition to loop qualification charges, which apply to all or nearly all DSL-capable

loops that a competitor orden;,Z1 BA-NY proposes to levy certain optional loop "conditioning"

charges. Loop "conditioning" charges apply only when BA-l\1Y performs some additional work

on an existing loop, or «swaps" one loop for another, to provide a loop suitable for the

competitor's DSL application.

62. Th.e optional loop "conditioning" charges identified in BA-l\T¥'s tariff amendments

aTe all non-recurring charges. The proposed charges include:

• $81.00 for an engineering work order;

• $220.73 for a pair swap,:l3

• $999.76 for an addition to ISDN loop extension electronics,

• $1090.87 or $1438.51 for removal ofload coils for loops up to 21,000 feet or

27,000 feet in length, respectively; and

• 5395.60 or $917.05 for removal of a single or multiple occurrence ofbridged tap,

respectively.

22 Indeed, a competitor is likely to IDem Wop qualification costs for more loops than it actually purchases
to provide retail DSL-bas~dsavices became some loops willprove to be 1II1SUit4ilile for its desired applicatious.

23 This prier: most closely oo:r:responds to 1be Joint Affidavit's description of a singlE: C<blend£:d" rate for p.ai!:
swaps. Exhibit A leaves S()[JW ambiguity concct:ning the applicable rate or~ foc this non-recuJ:riDg element
because it includes costs (lllld, appan::ntly, prices) on both a weighted and an unweighted basis. Because SA-NY
has not actually provided updated tmiffpages to oouapond to the revised costs, I ClIJWot bE certain which prices it
intends to apply.
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k:. I understand the BA-NY tariff amendments, the engineering work order charge would apply

whenever a competitor orders loop "conditioning." The competitor would also incur one or more

of the other "conditioning" non-recurring charges.

Engineering Work Order Charge

63. The engineering work order chax:ge purportedly recovers costs for a BA-NY engineer

to "determine[...] work oecessary to qualify loop" and 41'repare[...] a written order for such

work."2~ The first of these two tasks appean to be substantially duplicative oithe engineering

effort recovered through BA-NY's proposed engineerin,g query charge, which. it proposes to

apply whenever a competitor orders a loop that requires conditioning. The task description for

engineering 'WOrk for the latter charge indicates that the BA-NY engineer will c<[rJesearch[...J

plant records and LFACS database to detexmine location ofsplice points, bridged taps, load

coils, cable gauge, etc.; follow[ .. _] cable counts from originating to terminating point; :review[...J

possibility ofrearrangements, etc'-as

64. The Commission should not permit BA-NY to double-recover the cost of the

engineering research needed to develop a work order for loop "conditioning." In an efficient

process. BA~NYwould retairJ. the information developed through an enginoering query for use in

developing a subsequent work order. Therefore, if it permits any work order charge, the

Commission should reqnire BA-NY to exclude the time and oost assooiated 'with determining the

work necessary to qualify a loop.

24 loiD( Affidavit at 11 34.

25 !d. at ~ 32.
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Pair Swap Charge

65. The pair swap charge pwportedly recovers costs associated with "swapping" an

existing pair serving a Gustomer's premises \vith another pair that is more suitable for providing

DSL-based services. The costs that BA-NY seeks to recover under this heading include costs for

moving the drop and jumper and testing the new cross-cormections.

66. There are several scenarios in which BA·NY may perfonn a pair swap. The 5wap

may be from a DLC/fiber loop to an existing copper loop or from one copper loop to another.

The swap may involve a spare (idle) pair or a pair already in use to serve another customer. Each

variant ofswap has a unique, undocumented likelihood ofOCClID'ence. The Pair Swap Charge is

a single "blended" rate based on the weighted average ofthese scenarios.:l&

67. All of these scenarios are based on the embedded characteristics ofBA-NY's loop

plant. not on the forward-looking loop plant design that serves as tb.e basis for BA-NY's

proposed recurring charges for unbundled DSL-capable loops. As I explained above. it is

inappropriate, and a violation ofTELRlC principles. to c.alculate recurring and non-recurring

costs for the same element based on different network configurations.

68. BA-1\T).T7Sproposed basic monthly recuning charges fot unbundled DSL-capable

loops ·'are basod on ex.isting. Commission-approved recurring loop rates for two- and four-wire

analog loops.'m The recuning costs for two- and four-wire analog loops nounally include costs

~ Id. at'1138.

27 1d. at 'If Hi.
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associated with placement of drops and jumpers for all of the loops in the study, including the

spare loops.

69. IfBA-NY's approved recurring C.Qsts for unbundled analog loops comply with

TELRIC principles, they must reflect the cost of a network sized to meet both existing and

reasonably foreseeable demand.u The usual approach to network sizing is to "gross up" cunent

demand by U5ing fill, or utilization., factors less than one. The spare capacity in loop cost studies

normally accounts for the possibility ofdefective pain; and a degree of"chum" in the types of

services demanded and the precise locations at 'Which those services are demanded, as well as for

near-term grov.th in demand. Thus, in a forward-looking world, one would never expect to be

told that there are "no facilities" available.

70. Loop cost smdies typically load a proportionate share ofthe costs of this spare

capacity onto the cost ofeach loop actually assumed to be in use. Thus, a competitor that

purchases the use ofan unbundled loop at a monthly recurring charge based on the per~loop

recuning cost in a TELRlC study has, in effec~ prepaid for the use ofany spare capacity needed

to ensure that facilities are available for the competitor's intended use. The prepayment reflects

both the capital cost of the spare facilities and the labor cost ofmaking an end-to-end connection

fTom the customer's premises to the incumbent's main distribution frame. Moreover, it is my

understanding that the approved BA.-NY recurring loop cost studies include a substantial amount

28 FCC 96-325, First Report and Order, In tilt:: Matter ofLocal Competition Provisions in the
Tdecomtt1unications Act of 1996, at~ 685.
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of«rearrangement" expenses as ,ven, to reflect the ongoing operations and mainten:mce costs

associated with activities such as 1:ran.sfening service from a defective pair to a spare pair.

71. The Joint Affidavit contains only a cursory description of the instructions given to the

subject matter expe,'rts who provided information. concerning the worktimes used in BA-NY's

cost support fOT its ancillary charges. This description does not indicate that those experts were

given any infonnation conce:rning the task£ and costs already included in BA-NY"'s recurring

cost studies for unbundled lOOps. Thus, there is a nontrivial chance thai the task times and

a&sociated costs reflected in the Ey.mbit A cost studies overlap with costs already incorporated in

the recurring charges for these loops.

72. The Commission has founrl that BA-NY's previous costing methodology did not

adequately recognize and remove double counting bet\.voon. itB recurring and non-recurring cost

calculations.29 Nonetheless, BA-NY does not appear to have modified its approach to guard

against such double counting in its cost su.pport for the ancillary charges related to DSL-capable

loops. Certainly, the Joint Affidavit makes no such claim.

73. The Joint Affidavit also does not suggest that BA-NY infoxmed its subject matter

e),.'"Perts of the policy positions concemmg pair swap charges that BA-NY presented at the

September 15, 1999, meeting of the collaborative in Case 98-C-1357. Attachment TLM-2 to this

Affidavit is a BA-NY document titled <rt'reeing Up Copper Facilities," This document, which

BA-l\'Y submitted to the collaborative. identifies several"pair swap~' scenarios that are allegedly

29 Opinion :w.d Order: in Phase 2 at 40-43.
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transparent to the competitor requesting au unbWlClled DSL-capable loop and that BA-NY will

perform with no charge.

74. The level ofdocumentation provided in the Joint Affidavit and Exhibit A thereto is

insufficient to determine possible inconsistencies between the cost support for the Pair Swap

Charge and BA-NY's positions in the collaborative. For example, one cannot tell whether the

weighting factors used to calculate the blended Pair SV\'3p Charge exclude situation!> in which

BA-NY has told the collaborative it will perform a transparent pair swap at no charge to the

competitor.

75. Furthermore, as Mr. Donovan and Mr. Riolo point out in their Affidavit, BA-NY

could reduce the need for pair swaps by changing its own policies. For example, there would be

no need for pair swaps from fiber-fed DLC loops to copper loops ifBA-l\1Y allowed competitors

to gain access to remote DLC sites and multi-hosting DSLAMs or to choose line cards that

,""ould allow competitors to provide DSL-ba5ed services over fiber. Also, ifBA-NY pemritted

its competitors to offer their DSL-based services oyer the S3Ine lines that BA-NY uses to provide

voice services, there would be more facilities available to competitors and less likelihood ofa

"no facilities" condition requiring a parr swap.

76. The Commission should not permit BA-NY to impose any pair swap charge unless

and until it has provides further documentation. Such documentation should demonstrate that the

charge will not: (1) double-recover costs already reflected in the basic monthly recurring charge

for unbundled analog loops; and (2) recover costs for pair swaps that BA-NY has told the

collaborative it will perform transparently and at no charge. Moreover, the Commission should
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not pennit BA-NY to impose a pair swap chm-ge based on BA-NY's embedded plant

configuration while simultaneously imposing recurring charges based on a fOI"\Vm-d-lookjng

network configuration with 100% fiber feeder and DLC systems.

Removal of Load Coil Ch=rrge

77. BA-l\l"Y has proposed. an optional loop "conditioning?> charge for removal of load.

coils on copper loops that exceed 18,000 feet30 The number of load. points depends on the length

of the loop; therefore, BA-NY has identified sep3I'ate charges for loops up to 21,000 feet and

loop6 from 21,000 to 27,000 feet in length..

78. As I explained in my discussion of the TELRIC methodology above, BA-NY's

proposed non-recurring charge fur removal of load coils is inconsistent with TELRIC principles.

The fOlWard-looking network design on which BA-NY has based the recurring chuges for

unbundled DSL--capable loops does not include any load coils. A mix-and-match approach to

calculating recurring and non-recurring costs for the same element produces a biased estimate of

the true forward-looking cost associated with that element.

79. Even if it were appropriate for SA-NY to levy a non-recmring charge for removal of

load coils, the level ofdetail in the cost support provided. in the Joint Affidavit and Exhibit A

thereto would be insufficient to justify the level of charge that BA-l\1Y has proposed. As I

discussed above, BA-NY has not provided even basic support that would allow analysis of its

30 For loops of 18,000 feet or less, BA-NY acknowledges that its own design stand:l.rds do nat call for load
coils; therefore, it has offered to remove any extant coils without charge.
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specific task time estimates. Moreover, BA-l\:"'Y's analysis incorporates other questionable,

tnlsupported assumptions.

80. For example, the proposed cha.rge reflects a weighted average of the cost of removing

load coils in an aerial environme.nt and an underground environment According to BA-N~('s

own study, the costs associated with rem.01l7u of load coils is far higher in an underground, as

opposed to aerial, environment. The high cost ofwork in an underground environment receives

an (unexplained) 69% occmrence f'dCtor, or weighting, whereas the lower cost of work in an

aerial enviromncnt receives only a 31% weighting.

81. The 69% weighting for work in an underground environment is, on its face,

implausible. As Mr. Donovan and Mr. Riolo note in their Affidavit, BA-NY's own ARMIS data

suggest that the 69% underground factor is far higher than the average actual OCcun'ence of

underground structure in BA-l:\'Y's network. Furthermore, BA-l\7Y proposes to charge for

removal ofload coils only when the total loop length exceeds 18,000 feet. Such long loop.s are

typically found in suburban and rural areas, where underground structure is much less common

than in urban areas.

82. BA-NY clearly did not take the length ofloops into account in developing the

weighting ofunderground versus aerial plant. It used the same weighting factors to calculate the

cost for removal ofbridged tap, yet BA-NY proposes to apply the removal ofbridged tap charge

for loops under 18,000 feet as well as the longer loops for which the removal of load coil charge

applies.

-31-



83. :Mr. Donovan and Mr. Riolo explain in their Affidavit that it is a standard, efficient

engineering practice to deload more than one loop at a time, yet BA-NY has calculated costs for

removal of load coils as if it were only deloading a single loop at a time. Rhythms has issued

data requests to explore the potential for deloading multiple loops at a given location. Until I

have seen the responses to those requests, I cannot propose any specific adjustments to BA-NY's

cost results to reflect the savings from simultaneous deloading ofmultiple loops.

Removal of Bridged Tap Charge

84. BA-NY has also proposed two non-recuni.ng charges for removal ofbridged tap: one

for the removal of a single bridged tap on a particular line and the other for removal ofmultiple

bridged taps. The latter charge reflects a simple average of the costs for removing two or tb.ree

bridged tapS.31 BA-NY will, 'withmrt charge, remove bridged tap exceeding 6,000 feet on loops

under 18,000 feet long. In all other instances, it proposes to charge the competitor for removal of

bridged tap ifnecessary to make the loop suitable for can:ying DSL-based services.

85. BA-NY has not provided any explanation for the distinction in treatment between

bridged tap ofgreater than or less than 6,000 feet. As Mr. Donovan and Mr. :Riolo note in their

concurrently filed Affidavit, standard engineering design criteria that have been in place for

decades limit the am01mt ofbridged tap for all loops. It is entirely appropriate for BA-NY to

remove bridged tap that exceeds its own design standards without charge. However, the offer to

3\ Typical oUts lack ofdocmnentation of cost study assumptions, BA-NY provides no support for this
50{50 weighti:n.g of the costs of removing two and three bridged taps. Rh~ ha:s propounded data s:equestB to
detenninc the basis for this assumption.
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remove bridged tap in excess of6,000 feet does nc.t £0 far enough to meet the engineering design

standards described by Mr. DODovanaud Mr. Riolo in their Mfidavit.

86. SpecificallY, Mr. Donovan and Mr. Riolo demonstrate that the Carrier Serving Area

("CSA") design standard. which has been in place since 1980, limits the total amount ofbridged

tap on a line to 2.500 feet. They also state that a prior design standard, the Serving Area Concept

("SAC'~ in place since 1972, called for bridged tap to be minimized.

87. Given these long-standing design standards, BA-NY should Dot impose a charge for

removal ofbridgod tap in excess of 2,500 feet on loops ofany length. Nor should it impose any

charge for removal ofbridged tap between load coils, as Mr. Donovan and Mr. Riolo also

establish that the existence of such bridged tap violates standard engineering guidelines.

88. The removal ofbridged tap charge is yet another example in which BA-NY'"'s

proposed loop "conditioning" charges reflect an embedded network design that differs from the

forward-looking design assumed in the cost studies on which BA-NY'" proposes to base recurring

charges f()r DSL-capable loops. As Mr. Don()van and Mr. Riolo c:xplains in their Affidavit, there

would be no bridged tap in the all-fiber-feed.ernetwork design assumed in the BA-NY recurring

cost studies.

89. Moreover, as I noted above, the FCC's universal service order imp()ses specific

requirements on the network design assumed in calculating the forward-looking economic cost of

POTS services. One ofthese requirements is that the network. design must be compaoDle with

the universal provision ofadvanced services. Thus, to be consistent with the FCC's guidelines

for forward-looldng cost studies, BA-~scost studies for unbundled voice-grade loops should
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assum.e that bridged tap does not exceed the amount allowable for provision of services such as

ISDN and DSL-based. services.

90. Once again. BA-NY has created a mix-and-match scenario that overstates the total

forward-looking cost ofproviding service. Its proposed recurring charges do not reflect the cost

savings attributable to the use ofbridged tap (and should not, because use ofexcessive bridged.

tap is inconsistent with the engineering standards applicable to a forward-looking network

design).:J2 Yet its proposed non-recurring charges for removal ofbridged tap reflect the

disadvantages of a plant design that interferes 'with the provision of DSL-based services;3)

91. Because any charge for removal ofbridged tap is inconsistent with the assumed

network design in BA-NY's recurring cost studies, the Commission should not allow BA-NY to

impose such a charge.

ISDN Loop Extension Elect.-onics Charge

92. BA-NY proposes a non-recuning charge for an "ISDN Loop Extension Electronics

Charge," which would apply ~~hen a CLEC orders a two-wire digita11ink ... and the loop length

;s greater than 18,000 feeL")"!

32 BA-NY describes those advantages mfuotn.ote 4 of the Joint Affidavit as fonows; "Bridged. are a
branching of a copper loop that pennits 1he"app~" of1he loop at a number ofaltetnative serving 1etminlll
locatioos. Bridged Ups give a tElephOll£ company greater flexibility in re-assigning a telephone number to a
different address v,'i:thout re-axranging aisting facilities."

~ Ag.on, at footnote..( of1be Joint Affidavit, BA-NY acknowledges tbc:se disadvantages: ..A~ additi<m to
adding length to II. loop (and thus impairing its 1raIlImJission cha:c~stics), bridged taps aeare intttfexence: through
rrtkction of signals from 1be po;int whe:re t:bc loop branches."

34 Joint Affidavit at 'II 48.
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93. The bulle ofBA-NY~s $903.23 direct cost estimate for this element consists of the

$740.00 material cost for the repeater itself. The remainder ofBA-1\"'¥'s reported cost is for

enginecring, central office and outside plant technician time required to in.sUl11 the repeater

system.

94. BA-NY's reported cost is problematic in at least three ways.

95. First, it is likely that BA-l\Tj""s reported non-recurring cost for this element is entirely

duplicatiVE; of costs recovered through its recurring charges for digital loops. It is my

understanding that BA-NY assumed fiber feeder systems. with appropriate electronics, to

develop its recurring costs for all loop types at all distances. Therefore, BA-l\TY's existing

recurring costs for the digital line would already include the cost for the required electronics ­

regardless ofloop length..

96. BA-NY's assumption that it should charge for repeaters provides an excellent

jIlustration ofwhy it is improper to assume a different architecture to develop recurring and non­

recurring costs. ISDN repeaters would be required for long ropper facilities, but not for the fiber

and DLC systems s.ssumed in the approved recurring cost studies for unbundled loops. The

assumption offiber-fcd DLC mBA-NY's cost analysis for digital links leads to a higher

recurring charge than would be necessary in a network design that assmnes at least some copper

feeder. (Although 1 have not reviewed the recurring cost studies on which BA-NY based. its

current prices for digital links, my experience with other such cost studies leads me to believe

that the primary basis for this higher charge is the cost of the additional ele.......u'Onics required for
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fiber systems.) At the same time, BA-l\ix proposes to impose a non-recurring charge to recover

tile additional cost of repeaters needed to provide ISDN-type services over longer copper loops.

97. Second, BA-NY should have treated the repeater material cost as a recurring cost. If

the repeater could not be lLSed to serve a future customer at the same loC2tion, it could be reused

to provide ISDN services to any BA-NY retail customer. It is therefore discriminatory, at best,

for BA-NY to treat the investment for repeaters as non-recurring cost in the case of senrices

provided to nev.r entrants.

98. Third,. BA-NY has failed to support the basis for its proposed cost. For example, it is

not clear from the BA-NY study whether the repeater it includes can~e only a single line.

Moreover, BA-NY has not supplied any infonnation concerning the specific basis for the time

estimates associated v.r:itb. engineering and installation labor in its '1SDN Loop Extension

Electronics Charge" cost analysis.

99. For all ofthese reasons, the Commission should reject BA-NY's proposed ancinary

charge for ISDN Loop ExtOMion Electronics.

Summary and Conclusion

100. BA-N):-'s proposed ancillary charges for unbundled DSL-capable loops are based

0:0 cost studies that violate TELRlC principles and lack sufficient documentation and support.

Even on an interim bas~ the Commission should not permit BA-NY to impose the charges

proposed in its tariff amendments. The high level ofthose charges, particularly when one

considers the cumulative effect ofthe multiple loop qualification and "conditioning" charges that

a competitor might incur, would be a strong deterrent to competitive. provision ofDSL-based
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I

services dyring the interim period_ This anticornperit:ive result would be contrary to the public

i
interest in imaking a wide variety of advanced DSL-based services available w New York

i

i
consumerS.

I

FURTHEl AFFIANT SAYETH NAUGHT.

!
i
I

i
I
I
I

SUbscribe~ and sworn to before me
this 21ft( fay ofSept:ember. 1999.

I
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